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Mr. Thomas A. Barthold 
Chief of Staff 

Joint Committee on Taxation 
502 Ford House Office Building 
Washington, D.C. 20515 


Dear Mr. Barthold: 

In 1973 President Richard Nixon released to the public copies of his tax returns for the 
years 1969,1970, 1971, and 1972, along with other financial information. In a letter to Wilbur D. 
Mills, the Chairman of the Joint Committee on Internal Revenue Taxation (“the Joint Committee”), 
the President described certain transactions and tax positions that had raised controversy. He 
requested that “the Joint Committee on Internal Revenue Taxation ... examine both of these 
transactions and ... inform me whether, in its judgment, the items have been correctly reported to 
the Internal Revenue Service.” The Joint Committee decided to conduct a comprehensive 
examination of the President’s income tax returns for the years 1969 through 1972, not limited to 
only the two issues identified by President Nixon. The Joint Committee directed its staff to 
undertake the investigation and prepare a report. The Joint Committee voted to submit the staff 
report to the Congress. 

While President Nixon made a public disclosure of his tax returns for the years 1969 
through 1972,1 would like to know if, in addition to the publicly disclosed information, the Joint 
Committee staff sought information, as necessary, directly from the Internal Revenue Service 
under its legal authority under the Internal Revenue Code (“the Code”). I request that you review 
available records and files of the Joint Committee related to the investigation and report whether 
you can state that the Joint Committee staff sought and received, under its legal authority, 
confidential information directly from the Internal Revenue Service. If documentation of any Joint 
Committee request or any correspondence from the IRS acknowledging such Joint Committee 
request(s) exists, I respectfully request a copy of such materials. 


Sincerely. 





16TH CONGRESS. 1ST SESSION 


THOMAS A BARTHOLD 
CHEF OF STAFF 


ROBERT P. HARVEY 

CHUCK GRASSLEY. IOWA. DEPUTY CHEF OF STAFF 

VICE CHAIRMAN 

Congress! of ttje HSntteb States 

oeaBie sTAaeNcw. Michigan Joint committee on Taxation 

502 FORD HOUSE OFFICE BUILDING 
Washington, DC 20515-6453 
(202)225-3621 

http://www.|ct gov 

JUL 2 3 2019 

Honorable Richard Neal 
Committee on Ways and Means 
1102 Longworth House Office Building 
Washington, DC 20515 

Dear Chairman Neal: 

In response to your request of July 23, 2019, my colleagues and I have reviewed certain 
Joint Committee on Taxation’s file materials relating to the report: Joint Committee on Internal 
Revenue Taxation, Examination of President Nixon's Tax Returns for 1969 through 1972 (JCS- 
9-74), April 3, 1974 (“Joint Committee staff report”). 1 Based on this review, I can state that the 
Joint Committee staff sought and received, under its legal authority, confidential information 
directly from the Internal Revenue Service that was used in the analysis presented in the report. 

I enclose two sets of documents in support of my conclusion. Selected pages from a 
public copy of the Joint Committee staff report comprise the first set of documents. President 
Nixon had made public his tax returns for the years 1969,1970, 1971, and 1972, and certain 
other financial information. I have highlighted pertinent statements from the Joint Committee 
staff report indicating that the staff reviewed return information for tax years and taxpayers 
beyond that included in the publicly released material. 

• On pages 3 and 4, the Joint Committee staff report states “[I]t was necessary to 
consider a limited number of items relating to prior years’ returns.” 

» On pages 10. 11, and 12, the Joint Committee staff report specifically refers to use of 
information from President Nixon’s return for the year 1968 in reference to the staffs 
analysis of the charitable deduction claimed for the gift of certain pre-presidential 
papers. 

• On pages 41 and 42. the Joint Committee staff report specifically refers to use of 
information from President Nixon’s return for the year 1968 in reference to the staff s 
analysis of the charitable deduction claimed for the gift of certain pre-presidential 
papers. 


HOUSE 

RICHARD NEAL MASSACHUSETTS 
CHAIRMAN 

JOHN LEWIS GEORGIA 
LLOYD QOGGETT, TEXAS 
XEVIN 0RAOY TEXAS 
DEVIN NUNES CALIFORNIA 


The Joint Committee on internal Revenue Taxation voted to submit the Joint Committee staff report to the House 
of Representatives and to the Senate. On April 4,1974, Congressman Wilbur Mills submitted the Joint Committee 
staff report to the House of Representatives and Senator Russell Long submitted the Joint Committee staff report 
to 

the Senate. 
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• On page 113, the Joint Committee staff report states, “For example, on his 1968 
return, the President deducted ...” 

• On page 118, footnote 13, the Joint Committee staff report states, “The staff has 
examined the President’s tax returns and/or the accountant’s work papers for the 
years 1964 through 1968 ...” 

• On page 155, the Joint Committee staff report refers to tax positions taken by Patricia 
Nixon Cox and her husband Edward Cox, suggesting that the staff had examined 
return information related to these individuals. 

• On page 209, the Joint Committee staff report states, “The staff has examined Patricia 
[Nixon]’s tax returns and confirmed this information.” 

The second set of documents is copies of certain Joint Committee staff correspondence. 
This materia! includes return information that is subject to the confidentiality restrictions of 
section 6103 of the Internal Revenue Code and its attendant civil and criminal penalties for 
unauthorized disclosure. Briefly described the enclosures are: 

• A letter dated December 13, 1973, from the Joint Committee’s Chief of Staff, 
Laurence N. Woodworth to the Commissioner of the Internal Revenue Service, 
Donald Alexander, and Commissioner’s reply (without the enclosure provided by the 
Commissioner). 

• A letter dated January 31,1974, from the Joint Committee's Chief of Staff, Laurence 
N. Woodworth to the Commissioner of the Internal Revenue Service, Donald 
Alexander, and Commissioner’s reply (without the enclosure provided by the 
Commissioner). 
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U.S. House of Representatives 


• A letter dated March 30, 1974 from the Joint Committee’s Chief of Staff, Laurence 
N. Woodworth to Senator Carl Curtis, a member of the Joint Committee on Internal 
Revenue Taxation. 



Thomas A. Barthold 


Enclosures 
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helpful in the staff examination of the President s returns, and they 
have supplied most of the information requested. 1 

In its examination of the President’s tax returns, the staff conducted 
approximately 30 interviews with persons involved in different as¬ 
pects of the President’s tax matters. In a number of cases, this repre¬ 
sents more than one interview with the same person. In addition, the 
staff has made contact with numerous other possible sources of infor¬ 
mation, has on two occasions sent staff members to California to 
consider various tax issues, and on another occasion has sent staff per¬ 
sonnel to New York to carry out the examination. This is in addition 
to information the staff received through numerous investigations 
made by the Internal Revenue Service personnel. Finally, the staff 
has employed experts to help it appraise the value of the San Clemente 
property—an engineering firm and an appraisal firm, both in Cali¬ 
fornia. The staff believes that it has conducted an extensive 
examination. 

As is true in any examination of a tax return, however, it is not 
possible to give assurance that all items of income have been included. 
The staff report contains recommendations on two categories of income 
which it believevS should have been included but were not; namely, 
improvements made by the Government to the San Clemente and 
Key Biscayne properties which the staff believes primarily represent 
personal economic benefits to the President, ana economic benefits 
obtained by family and friends from the use of Government aircraft 

fo r personal purposes. . . til- a j 

The staff did not examine the President's income, tax returns for 
years prior to 1969. In the course of its examination of the returns 
for 1969-1972, however, the staff found that because of interrelation¬ 
ships of prior years’ returns it was necessary to consider a limited 
number of items relating to prior years' returns, since they affect the 


TberespODBelSBhown lnthe Ap^ndUlnEihlbltXn-a^^ ^ (he taxpnypri toward 

s£i 

and that thesc can be m,lde 

PU $f Tl» staffal.o requested 

to a BO called “Specialueraonai itemB of the President relating to bio 
out of this fond possibly had been fo th £ staff re quested a statement from the Pr-esl- 

San Clemente residence. For this rea»j ,n * out of that fund were for the 

dent’s repxwntntlveB on waich < D t. ta ffVietterto the President’s representatives on thjis 
President’s personal benefit. The staff a lette ™ 9?4 tfa0 p reB ident’B counsel responded 
matter is shown In Exhibit XII 2. On Apr , ' investigation there was found only 
to this request and Indicated that ^ baris of^n Nlx<m waa pald out of 

?ho SPKlaf Project” was far ^ 

B&M&XS&S -WA f«e n Ur J .s shown .n *hl» 
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returns for the years in question. In addition, the staff has limited its 
recommendations to income tax matters, although m this examination 
it found instances where the employment taxes were not paid and gift 

^Ttartaff has made no attempt in this report to draw any conclu¬ 
sions whether there was, or was not, fraud 

in any aspect of the returns, either on the part of the President or 
his personal representatives. The staff believes that it wouW be m 
appropriate to consider such matters in view of the fact that the 
House Judiciary Committee presently has before it an impeachment 
investigation relating to the President and that members oftheJomt 
Committee on Internal Revenue Taxation, along with members of the 
House and Senate, may subsequently be called upon to 
on any charges which may be brought as a result of that investigation. 
The staff believes that neither the House nor the Senate members of 
the Joint Committee would want to have pre-judged any issue which 

might be brought in any such proceedings. _ • 

The staff in preparing this report recognizes that an examination 
by a committee staff, possib’y with the publication of the recommenda¬ 
tions does not retain for the taxpayer his usual rights of review which 
are available to him under the appellate procedure in the Internal 
Revenue Sendee and through the courts. For this reason, the staff has 
attempted to examine matters with great care before making a recom¬ 
mendation which will result in greater tax payments. At the same time, 
however, the staff has attempted to follow the standards which it be¬ 
lieves, under the law. are required to be appheable to taxpayers 
o-eneral'y, and the staff has not withheld recommendations because of 
The office of the taxpayer involved. The staff, in any case, believes it 
should be emphasized that this is a report only. It is not a demand for 
payment of taxes. Any tax payment is a matter for consideration by 
the taxpayer and the Internal Revenue Service. 

SUMMARY OF RECOMMENDATIONS 


The report which follows is divided into ten separate parts. Each 
of these, deals with one or more major questions with respect to the 
tax returns of the President. In most cases the report indicates first 
the scope of the examination and then presents an analysis of points 
of law which may be involved. This is followed by a summary of staff 
recommendations, and finally the staff presents an analysis of these 
recommendations 

The staff recommendations would make the following increases m 
the President’s taxes for the years involved: 


Year 


Proposed Deficiency 


! nterast > Deficiency plus intarust 


1969.. 

1970.. . 

1971.. . 

1972.. 


5171,055 
93,410 
89, SS7 
89, 890 


516 , 63 ^ 
10,547 
5,224 


>3171,055 
110,040 
100,214 
95,114 


Total. 


5444,022 


332,409 


§476,431 


j sira'lSM is *"du<d year am) any payment by tho President would bo voluntary, thu staff did not includu an Intarast 
payment for the deficiency in this year. Howevor, if interest were to he Included, the amount would be 540,732. 


3 The addition to tax for negligence Itself, of course, la not a fraud Issue, and applies 
v/aen there is no intent to defraud (see I.R.C. section 0653(a)). 
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The staff has also looked into the events relating to the deed. In 
addition, questions have been raised'about certain restrictions on 
access to the papers that were imposed in the deed. On this latter 
point, the question arises whether the restrictions are such that the 
gift should be treated as a gift of a future interest, which would not- 
be deductible under the tax laws regardless of when the gift was 
made. 

In its examination of this matter, the staff has interviewed the 
representatives of the President who were involved in the gift, includ¬ 
ing White House staff, the President’s attorneys (both former and 
present), and the President’s accountants (both former and present). 
In addition, the staff has interviewed personnel at the National 
Archives, the General Services Administration, and all other indi¬ 
viduals who (as best the staff can determine) had some involvement 
in this matter. In some cases witnesses have submitted written state¬ 
ments of their recollections following their staff interviews. 

In the discussion set forth in this report, the staff has made use of 
all the memoranda, letters, and other data furnished to it, and in 
addition has reproduced the relevant documents in full in the appendix 
so that the public will have the opportunity to form its own impres¬ 
sions from seeing the entire document rather than from relying on 
the staff’s summary of the document. 

2. 1%8 Gift of Papers 

President Nixon made his first gift of papers to the United States 
at the end of 1968 and took a charitable contribution deduction for 
this gift on his tax return filed for 1968. The 1968 tax return indicates 
that this gift consisted of personal papers, manuscripts, and other 
materials; that the date of the gift was December 30, 1968; and that 
the market value at the time of the gift was $80,000. The tax return 
also indicated that there were no restrictions on the gift and that the 
gift was free and clear, with no rights remaining in the taxpayer. The 
amount of the gift was in excess of the maximum charitable contribu¬ 
tion deduction available to President Nixon on his 1968 tax return 
and consequently a portion of the amount was available a3 a carryover 
to future years. 

The following is a brief summary of the manner in which President 
Nixon made his 1968 gift of papers and a discussion of what was ‘done 
by those involved. This is important to the staff examination relating 
to the 1969-1972 returns for two reasons. First, it is necessary to see 
the procedures followed for the 1968 gift since this indicates what 
information the people handling the President’s personal finances had 
about gifts of papers in early 1969. In the absence of information to 
the contrary, it is reasonable to assume that the intended procedure 
for a 1969 gift would be similar to that for the 1968 gift. This is 
suggested, for example, by the fact that on the President’s tax return 
the gift of papers claimed in 1969 was viewed as a second i nst allment 
of President Nixon’s pre-Presidential papers. The second reason for 
interest in the 1968 gift is that, since a carryover of the charitable 
contribution deduction taken on the 1968 tax return is available for 
future years (up to 1973). the staff must review the 1968 gift to deter¬ 
mine if the amount available for carryover from 1968 is deductible 
for tax purposes for the years under examination by the Joint Com- 
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mifctee. The Joint Committee staff did not examine the tax returns of 
the President for the years prior to 1969 except to review the effect 
any of the items on the prior years 1 returns may have on the tax 
returns under examination. 

The following is a summary of those procedures followed by Presi¬ 
dent Nixon’s representatives for his gift of papers in 1968. A full 
discussion of the staff view' on whether this gift is deductible for tax 
purposes is discussed in Section 5 of this report. 

Procedures followed for 1968 gift 

First consideration of 1968 gift. —According to public statements 
made by President Nixon, at a meeting he had with President Johnson 
after the election in late November or early December 1968, President 
Johnson told him that he could obtain tax deductions for gifts of his 
papers. John Ehrlichman told the staff that President Johnson gave 
President-elect Nixon the name of an appraiser, Ralph Newman, 
whom he had used. 2 

People assigned to work on gift. —Richard Ritzel, President Nixon’s 
former law partner at what is now Mudge, Rose, Guthrie & Alexander, 
told the staff that on December 15 or 16, 1968, he was asked by 
President-elect Nixon to look into the possibility of making a gift 
of papers in 1968. Mr. Ehrlichman told the staff that he was also 
asked by Mr. Nixon to look into the desirability of making a gift 
of papers, and Mr. Ehrlichman assigned Edward L. Morgan and Egil 
Krogh of his staff to this task. 

Decision to make a gift. —Mr. Ritzel told the staff that on December 
22, 1968, he met with President-elect Nixon and reported that it 
was feasible to make a gift but that, since it was close to the end of 
the year, time would be a problem. Mr. Nixon told him to go ahead. 

Determination of amount of gift. —Mr. Ritzel told the staff that an 
accountant with the firm handling Mr. Nixon’s taxes at that time 
called him and said that they would need approximately $60,000 to 
use up the maximum deduction allowable for 1968 (30 percent of 
Mr. Nixon’s adjusted gross income). Mr. Ritzel said that he came up 
with a figure of $80,000 for the size of the gift because ha wanted to 
moke sure that they had enough for the maximum deduction.^ Mr. 
Ritzel said that a decision was made not to make a larger gift with a 
larger carryover at that time because Mr. Nixon was thinking of 
assigning to charity income from certain royalties which he believed 
might not be appropriate for him to receive while serving as President. 
Mr. Ritzel said that for this reason, and because of the short time 
period during which they had to make the arrangements for the gilt, 
they decided only to make a gift slightly larger than that needed to 
use up the maximum deduction for 1968 and to wait for the future 
for other gifts. 

Segregation of material for gift. —The pre-Presidential Nixon papers 
were stored in a warehouse near the offices of Mudge, Rose in New 
York. During the week of December 23, 1968, a number of boxes 
these papers were transported from the warehouse to tne offices of 
the law firm. On December 26 and 27, the boxes oi papers were 
reviewed to isolate those that were sensitive in any way. Those who 

3 A 2ull discussion of the practices of President Johnson and fote staff on his pre Presi¬ 
dential papers la net forth In Section & 
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worked on this included Loie Gaunt, who had been with Mr. Nixon 
most of the time since 1951 and was the person most familiar with the 
boxes of papers, since she had been involved in organizing his files 
and had a list of the contents of the boxes; Messrs. Morgan and Krogh 
of Mr. Ehrlichman's staff; and James P. (Pat) Tannian, a member of 
the Mudge, Rose firm who assisted Mr. Ritzel with the papers. On 
December 29 (Sunday), Ralph Newman, an appraiser, arrived and 
was told by Mr. Ritzel the amount needed for the gift. Mr. Newman 
told the staff that he worked with the group reviewing the material 
to remove the more sensitive papers and then proceeded to identify 
sufficient material to cover the required amount that was to be 
included in the gift. He said he identified the boxes by putting Roman 
numerals on them and made an estimate of the value of each box. 

1968 deed— Mr. Ritzel told the staff that on or about December 26. 
196S, he drafted two deeds of gift, one containing restrictions on access 
and the other without restrictions. He said that his associate, Pat 
Tannian, came to Washington to meet with Sheldon Cohen, the 
Commissioner of Internal Revenue, on December 28, and that 
Mr. Cohen assured Mr. Tannian that either version of the deed would 
be acceptable for a tax-deductible gift. (Mr. Cohen has told the staff 
that he met with Mr. Tannian but did not give this opinion, and 
Mr. Tannian has told the staff that he does not recall that he, in 
fact, showed the deeds to Mr. Cohen.) Mr. Ritzel said that 
Mr. Tannian also went to the General Services Administration to 
have them review the deed and that they requested an additional 
provision in the deed with restrictions to allow employees of the 
Archives to catalog the papers. Mr. Ritzel said that President-elect 
Nixon was unhappy with the language of the unrestricted deed, so 
he signed the one with the restrictions. Mr. Ritzel said Mr. Krogh, 
who had taken the deeds to Key Bisc&yne for signing, came back 
immediately so that the gift with the deed could be finalized. The 
1968 deed is Exhibit 1-1 in the Appendix. 

Delivery of papers .—On December 30, 1968, a representative of the 
National Archives, Peter Xacullo, who had been authorized by Lawson 
Knott, the Administrator of General Services, accepted the gift by 
writing “accepted” and countersigning the deed on the last pa§e 
opposite Mr. Nixon's signature. The papers were picked up at this 
time by the General Services Administration and were transferred 
to the Federal Records Center in New York. 

Treatment of gift on tax returns .—Ralph Newman valued President 
Nixon’s 1968 gift at $80,000. Of this, $70,552.27 wa.s deducted on the 
President's 1968 tax return and $9,447.73 was available for carryover 
to future year^ The treatment of this available carryover to 1969 
is discussed in Section 5 below. 

3, DocuinBents on the Second Gift of Papers Furnished the Joint 
Committee fey President Nixon’s Representatives 

President Nixon's representatives have released to the ^public or 
submitted to the Joint Committee three documents setting forth facts 
and legal opinions on the validity of the charitable contribution 
deduction taken by President Nixon on his 1969 tax return for the 
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them. In addition, the restrictions apply to all donated papers even 
though President Nixon has no common law copyright in many of the 
papers. For example, a sizable portion of the “General Correspondence 
File” donated in 1969 and all of the “Children's Letters” collection 
donated in 1988 consist of letters received by the President. The com¬ 
mon law copyright to these letters belongs to the writers of the letters, 
not to the President. (This point is discussed in detail in the analysis 
of Professor L. Hart Wright, which is set out in Exhibit 1-4.) In these 
cases, the restrictions on access and the rights retained by the President 
must relate to the tangible personal property since the restrictions in 
fact apply to these letters and since the President has no intangible 
property rights in the letters. For these reasons, the staff believes that 
the gifts of 1968 and 1969 are gifts of future interests in tangible 
personal property for which section 170(a)(3) prevents an income tax 
deduction until the end of Mr. Nixon's presidency. 


Deduction for gift of papers in 1969 
As indicated above, the staff believes that a valid gift of papers was 
not made prior to July 25, 1969, and, therefore, recommends denial of 
the charitable contribution deduction for 1969 and the carryovers in 
subsequent years. Also, the staff believes that a deed is necessary for 
this gift because of the restrictions and that since delivery of the deed 
conveying title of the papers to the United States, was not made 
until after April 10, 1970, the gift was not valid before July 25, 1969. 
But, even if the staff believed that a valid gift had been made before 
July 25, 1969, it believes that the gift represents a gift of a future 
interest in property and, therefore, that the charitable contribution 
deduction would in any event not be allowable for 1969 and subsequent 


years. 

Carryover of excess deduction for gift of papers m 1968 

The staff did not examine President Nixon's tax returns for any 
year prior to 1969 for any purpose other than to determine the effect 
certain items on prior tax returns had on the tax returns under 
examination by the staff. The charitable contribution deduction 
taken with respect to the gift of papers in 1968, however, was in 
excels of the maximum amount deductible in that year; consequently, 
an amount (the excess was $9,447) was available as a carryover to 
1969 and the four succeeding taxable years. This amount was not 
taken as a deduction in 1969 or in the subsequent years because the 
deduction claimed by the President on his 1969 tax return ^ was ; large 
enough to cover the maximum amount available in 1969 and m the 
succeeding years since then. Since the staff believes that the charitable 
contXtfon deduction for the gift of pap era. m 1969 should be 
disallowed, this would have the effect of making the carryover o 
the excess deduction from the 1968 tax return available m 1969. 
It is for this reason that the staff believed it was necessary to make a 
recommendation with respect to the 1968 gut. _ . , . , 

Because the staff believes that the restrictions contained m the 
1968 chattel deed make the gift a gift of a future inters m p 
it also believes that the carryover, which would otherwise be avail 
for 1969 (since the deduction for the gift of papers in 9 
allowed), is not available. 
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Statement on tax return on restrictions of gift 

The Internal Revenue Service’s regulations require anyone taking 
an income tax deduction for a gift of property to a chanty to include 
on the tax return certain information, including any restrictions that 
may be attached to the gift. The President’s tax return for 1969 
had an information sheet consistent with what was required by the 
regulations, setting forth a brief description of the relevant informa¬ 
tion about the gift. As to any restrictions, it was stated on the tax 

return * __ 

"None. The gift was free and clear with no rights remaining the 

taxpayer.” , . i t j... > 

This is essentially the same statement that was contained in the 
1968 tax return relating to the gift of papers in that year. 

The staff believes that this statement on the tax return is inaccurate. 
The staff has no conclusive evidence, however, that the statement 
was made intentionally by those preparing the President’s tax returns 
or any evidence that the President was aware of this statement on 
jug tfl.x r&tium 

This statement on the 1969 return was prepared primarily by Frank 
DeMarco, according to his statements and the. statement of Arthur 
Blech, the President's accountant, to the Joint Committee stall. 
Mr. DeMarco states that he knew of the 1969 deed and its contents 
at the time the statement was prepared, but that since the 1968 
deed contained similar restrictions and the 1968 tax return contained 
the statement of no restrictions, he believed that a similar statement 
was appropriate on the 1969 return. 

6o Staff Analysis of Facts Eclating t© the Second Gift of Papers 
Apart From the Deed 

A. INTENTIONS OF PRESIDENT NIXON TO MAKE A GIFT IN EARLY 1969 

During the course of its investigation into the validity of the 
deduction for the second gift of papers, the 9taff made an effort to 
determine whether President Nixon intended to make a gift of his 
papers in the early part of 1969 and tne amount of the intended gift, 
including whether the thinking at this time was to make a bulk gift 
(that is, one large enough to permit a carryforward) or a one-year gift 
for tax purposes. The 9 taff discussed this issue with several members 
of President Nixon's staff who were handling his. personal finances in 
early 1969, other individuals who were involved in President Nixon’s 
legal and financial matters at that time, and personnel at the National 
Archives who were involved in the discussions and arrangements with 
the White House staff relating to the gift. The following discussion of 
intentions is based on the information the staff has received in the 
interviews with these people and in the vanous items oi correspondence 
and memoranda that the staff obtained. The stafi has specifically 
asked the President’s counsel to furnish all materials whicn may in 
any way provide information on the intent to make a gift in the.early 
part of 1969, but as yet at least, the staff has not received any infor¬ 
mation other than what is summarized below. During our interviews, 
there were references to other internal White House memoranda not 
referred to below, but the staff has not been furnished copies of them. 
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basis in the New York property, the President failed to take account 
of certain downward adjustments in his basis in that property which 
are required under the law. 

The President's 1969 tax return contained a statement that both his 
new and old properties were used as a principal residence and that 
no part of either residence was “rented or used for business purposes 
at- any time.” As discussed below, these statements are subject to 
serious challenge. 

Business use of the old and new property. 

The statement on President Nixon’s 1969 return that no rooms in 
either the old residence or the new residence were used for business 
purposes at any time is inconsistent with other statements made and 
deductions taken pnjhe. 1.969 return and on earlier and later returns. 
For example, on his 1963 return, the President deducted 25 percent of 
the maintenance costs (other than real estate taxes and mortgage 
interest) on his New York City cooperative apartment. The amount 
deducted in that year was $3,231. The deduction was for use of the 
apartment for business purposes. 3 Similar amounts were deducted for 
the New York City apartment in earlier years at least as far back as 
1965. 

The committee staff has no authority to examine the appropriate¬ 
ness of these deductions and has no reason to question them. If the 
deductions were correctly taken, they indicate that approximately 
one-quarter of the New York City apartment was used for business 
purposes. Thus, the gain from the sale of the apartment attributable 
to that portion of the property cannot qualify for nonrecognifcion 
treatment under section 1034. 4 

Furthermore, the statement on the President’s 1969 tax return 
that none of the San Clemente property was used for business purposes 
is inconsistent with deductions taken on Unit same return. On the 
1969 tax return, a deduction was claimed for 25 percent of the mainte¬ 
nance costs of the San Clemente residence as “expenses incurred in 
connection with the use of residences for official government functions.” 
Depreciation was taken on 25 percent of the building on the property 
because a similar business use was claimed. 5 

Obviously, the statement on the President’s 1969 tax return that 
neither the New York nor the hum Clemente residences were used 
for business purposes is not correct since deductions were taken for 
business use of the New York apartment in prior years and for business 
use of the San Clemente residence in 1969. 

The President’s representatives explain the discrepancy on the 
President’s 1969 tax return with respect to the business use of the 
San Clemente property by stating that the property was, in fact, used 
for business purposes and by ad/nit ting that the statement to the 
contnirv on the return was incorrect. They state that this misrepiesen- 
tation with respect to the property was a mistake on their part and 
was not made intentionally. Mr. Blech, the President’s accountant in 


i If the deduction correct, the Cnsideiit could also have deducted depreciation on approximately 

twenty-five percent of his £?"A* m totSttSlt !f li» old residence is 

J }n U f r rtlTidentiai purposes "only timL part of the Kiiiu allocable to the residential portion is 

used only partially for resid $, 1034-1(0) (3) (it)). The legislative history of this pro- 

Wsian MoUifsamc 1 i!r" V. 8M Co£ UMlC,, I* 8. V 737 (Pert 2) 82d Cong., 

lS S A.T t no t her'po!nt in this report, the staff does question the validity of the !M0 deductions taken with 
inspect (o the San Clemente property. 
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occupancy requirement. There are certain exceptions under section 
1034, but these have been carefully specified in the statute, ror 
example, in cases where the taxpayer begins construction of his new 
residence within the required one-year period, the statute 
18 months in which to occupy the property (sec. 1034(c)(5)). Also, 
members of the Armed Forces who serve on extended active duty are 
allowed a 4-year period under the .statute in order to comply with the 

purchase and occupancy requirements (sec. 1034(h)). 

F In the most relevant case (cited by the 

this point), United States v. Sheahan, 12 AFTR 2d 5654, 323 F. 2d 
383 (5th Cir. 1963), the court held that the taxpayer was not entitled 
to nonrecognition treatment. There the taxpayer, a civilian Army 
doctor, sold his home in Missouri in anticipation of has retirement trom 
his Army post. The Army told him that he would be free to leave as 
soon as a replacement physician could be found. The taxpayer then 
purchased a residence m Atlanta, Georgia. He did not occupy the 
premises within the required period, however. Although the court did 
not question the taxpayer’s good faith and intent to occupy the prop¬ 
erty, it held that this was not enough to override the clear statutory 
mandate concerning occupancy. 12 See also Rev. Rul. 69-434, supra 
(where the taxpayer’s failure to comply was not excused even though 
he was prevented from occupying his new property because he was on 
a 2-year assignment in another city). 


Basis adjustment for "allowable ” depreciation 

The President reported $142,912 of gain from the sale of his New 
York apartment on his 1969 tax return (then seeking nonrecogmtion 
treatment of this gain). This figure was based on the sales price for 
his cooperative apartment of $312,500 less $169,588, consisting chiefly 
of the President’s acquisition cost of the stock, the costs of certain 
improvements to the apartment and miscellaneous items. There were 
no downward adjustments made to this basis because of depreciation 
resulting from the claimed partial trade or business use of the property. 

As discussed above, for the years from 1963 through and including 
1968, 13 the President deducted a portion (approximately one-fourth) of 
the maintenance expenses of the apartment as trade or business de¬ 
ductions. Thus, the President was entitled to deduct an allowance for 
depreciation based on approximately one-fourth of-the value of^he 
apartment and its improvements (under sec. 167 of the Code). > 
In fact, the President did not claim a deduction for depreciation m 
1968 or earlier years. Nonetheless, the allowable depreciation must 
reduce the President's basis in his stock and other property. Section 
1016(a)(2) of the Code provides for an adjustment to basis for deprecia¬ 
tion and amortization to the extent that such depreciation and amorti- 


12 At least part of the delay in occupying the new residence was earned by the fact that the taxpayer was not 
released from his Army post as quickly as he had expected. The taxpayer apparently did not rely on this 
anrnment but the court was aware Qf this fact whon it made its decision, , . 

^The staff has examined the President's tax returns and/or the accountant s work papers for thei years 
1904 through \m and has confirmed or is satisfied that maintenance expenses were taken os business dedu e- 
tioris foreach of these yearn. The staff has asked for LhMax return and/br the accountant s 
taxable vwir l9 r< 3 fin which the cooncrati va apartment was purchased by the President), but have not been 
fU"iiEheS either of them. Based on whaL the staff has examined for the taxable years 1904 through 1968 and 
from its interview with the President's accountant, the staff has no indication that a similar deduction for 
bu^nS uSSf the apartment was not token in 1953 and, accordingly, has used this year as well in recompul- 

because the President held the apartment through means of stock in a co- 
operatlv."Sng conation since section 216(c) of the: Internal Revenue Codo ^wa e pess-throUBh ol 
otherwise allowable depreciation to the tenant-stockholder of a cooperative housing unit, in this case the 
Presldont. 
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ment was before the sale, or at the time of the sale. Again, because of 
the lack of evidence and the need to have clear evidence in intrafamily 
transactions, the staff believes this issue must be resolved against 
President Nixon. Consequently, the staff concludes that President 
Nixon should report all of the gain realized on the sale of the Cape 
Florida lots in 1972 as his income. There is a question whether he 
should report the transfer to Patricia Nixon Cox (less $20,000 plus 
8 percent per annum from July 1 , 1967, to the date of payment) as 
a gift to her (President Nixon, of course, would be entitled to a 
deduction for the interest paid in the year 1973.) 


Tax adjustment 

The President reported on his 1972 Federal tax return that 
$11,616.59 was the allocated portion of profit from the installment 
sale of the Cape Florida lots due his daughter Patricia. (The staff 
understands, however, that President Nixon did not distribute any 
of this gain to Patricia in 1972 although he did receive $39,150 as 
an initial down payment.) The staff believes that the $11,616.59 
allocated to Patricia should have been reported by the President 
as his gains, thus increasing his total gain on this installment sale 
from $17,424.88 to $29,041.47. 

The staff believes that the remaining gain on the installment sale 
of the Cape Florida lots, amounting to $82,228.38, should be treated 
as taxable income to the President on his 1973 tax return. 

On this basis. Patricia and her husband (with whom she filed a 
^joint return for 1972) should file an amended Federal income tax 
return for 1972 and eliminate the capital gain relating to the install¬ 
ment sale of the Cape Florida lots. Additionally, the Federal income 
tax return of Patricia and her husband for 1973 should not include 
any income from the installment sale from the Cape Florida lots. 

The President’s note to Patricia, which amounted to $20,000 and 
which called for an interest payment of 6 percent per annum, was 
liquidated on March 12, 1973. Patricia, should, therefore, report 
interest income from that note which was paid to her in 1973. 

Finally on this same basis, because the President’s payment to 
Patricia was in the amount of $85,000 and she loaned the President 
$20 000 she may have received a gift from the President in 1973 
amounting to $45,000, less interest on the note at 6 percent per annum 
from May 1967 to March 1973. Accordingly, the question arises 
whether President Nixon should also file a gift tax return for 1973 for 
this gift to Patricia. 
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refused to accept income due them from an employer, the. courts have 
held that no taxable income should be attributed to the. employee, 
Commissioner v. (riannini , 129 F.2d 638 (9th Cir. 1942). On these 
grounds the staff believes that the President's agreement did not- give 
rise to taxable income to him. 


2. Dependency exemption for Patricia Nixon 
In 1969 and 1970. President Nixon claimed his daughter Patricia 
as a dependent. Under sections 1.11 (e) and 130 of the Internal Revenue 
Code, he was entitled to do this if he supplied more than half of 
Patricia’s support and if she either had gross income of less than $600 
in 1969 ($625 m 1970) or if she was a student or was less than 19 years 
of age. 



President was entitled to a dependency exemption for her in those 


years. 

3. Pale of stock in Fisher's Island , Inc. 

The December 8,1973, White House statement on President Nixon’s 
personal finances states the following about the sale of his stock in 

Fisher’s Island, Inc.: ,. „ 

“The only stock that President Nixon owned upon taking omce 
was in Fisher’s Is 1 and, Inc. Fisher’s Island. Inc. is a corporation 
in Florida formed in 1957 for the purpose of acquiring and de 
veloping Fisher’s Island in Biscay ne Bay. Mr. Nixon bought 
199,891 shares in the company in 1967 and prior years for $199,891. 
After he became President, Mr. Nixon decided to limit his invest¬ 
ments to real estate. Government bonds, and cash or its equivalent. 
President Nixon transferred 14,000 shares for $13,000 net to ful 
fill options given by him to others in 1967. He sold 185.891 shares 
of Fisher's Island s’cck back to the company on May 22,1969 for 
$371 782. His 1969 Federal income tax return shows a capital gam 
from' that sale of $184,891 and tax paid on that amount.'’ 

The staff has examined this transaction and verified the amounts 
stated. It finds nothing improper with the way President ilixon re 
pouted the transaction on his I960 tax return. 


4. Deductions on Whittier property 


President Nixon claimed losses totalling $24,050 between 1969 and 
1972 in connection with a house in Whitter, California, which he owns 
and rents out at a nominal rent. The staff believes this property was 
treated correctly on the Presidents tax returns. Under section -1- ot 
the Code expenses of maintaining property held for investment pur¬ 
poses can be 1 deducted even though the amount of i received 

from the property is less than total expenses. Since the staff believes 
that President Nixon holds the property for mvestment purposes, it 
views these deductions as properly taken. 


5. Treatment of expense allowances 

President Nixon included his $50,000 expense alWnceas income 
and deducted his employee business expenses us itemized deductions. 

Under section 62(2) (A) of the Internal Revenue Code, trade and busi- 



Congress of tfje ^3nttcb S>tateg 

Joint Committee on Internal Revenue Taxation 

JHasfjmjjton, 2B.C. 20515 

Hi . > 8 1973 


Macomb!a jvjnald C. iklosander 
COHStSSlOSSr 
l ntsrnel Revenue .Service 
Vashlagten .j r>„c. 

Draar Ur. Coaraisaioner: 

Tiie Joint Cows it tan on Internal Revenue Taxation 
hao recently agreed to a request froa the President of 
the United -States to oxaniae his tax returns for tho 
years 1969 through 1972. In view of this, I tr -uid like 
to request from you copier? of ills rsturna for the years 
1968 through 1873. These should be authenticated copies, 
and wo would like any other raster In l which you nay have 
which bears on this subject. Included in this, if 
possible, should bo « copy of the material sent to you 
by Senator Woicker relative to the President's charitable 
contribution (Seduction. 

I an ro<suo3tlng the 1.96S return on the President 
not because we intend to emsios it as such bat because 
It liiMd appropriate to see what relationship this return 
sight havo to bio 1889 and lator returns. 

If the Internal Rovenuo Service 1o roojianioiog any 
of tho returns I have referred to above, I would appreciate 
the opportunity of having a conference with the agents 
assigned to ssuch ©’rajaisatioua. 


Sincerely you re, 


lauraoco N. Woodworth 


LNW/ew 12/13/73 




Department of the Treasury / Internal Revenue Service / 


Washington, D.C. 20224 


Commissioner 

December 13, 1973 


Dr. Laurence N. Woodworth, Chief of Staff 
Joint Committee on Internal Revenue Taxation 
1015 Longworth House Office Building 
Washington, D. C. 20515 

Dear Larry: 

Attached, in response to your December 13, 1973, request, 
are true copies of the original joint federal income tax returns 
filed by Richard M. and Patricia R. Nixon for the taxable years 
ending December 31, 1968, through December 31, 1972. Also 
attached is a photocopy of a letter dated December 10, 1973, 
addressed to me by Lowell Weicker, Jr., United States Senator, 
together with a 16-page memorandum that accompanied that letter, 
which is referred to on its face as a Summary of Facts Re Income 
Tax Deduction by Richard M. Nixon. 

At such time as the conference referred to in the last 
paragraph of your letter is held you may review other materials 
in the hands of the Revenue Agents assigned to the examination 
of these returns. Should you desire copies of any or all of 
that material we can make them available to you at that time. 

With best wishes. 


Sincerely, 



Attachments 


,/ 


Jr 


Congress of tfje XHniteb States 

Joint Committee on Internal Revenue Taxation 

«3a5t)mgton, JB.C. 20515 
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JAN 31 1974 


lonorable Donald C. Alexander 
Commissioner 
Internal Revenue Service 
Washington, D. C. 

Bear Fir. Commissioner: 

In connection with the Joint Committee on Internal 
Revenue Taxation’s examination of the tax returns of 
the President of the United States, I had previously 
requested copies of his returns for the years 1938 
through 1972, I would like to request from you at this 
time copies of his returns for the years 1983 through 
1987. Is indicated in my request for the 1968 return 
of the President, ve do not intend to examine these 
prior returns as such but believe it is appropriate to 
review these returns to determine what relationship, if 
any, they might have to his 1969 and later returns. 

1 would also like to request the 'tax returns filed 
by 'Trieis Bison and, after her marriage, the returns 
filed by her and her husband, Edward Cox, for the years 
1968 through 1972. Vie do not intend to examine these 
returns except to determine what relationship, if any, 
they might have in connection with our examination of 
the Resident's returns. 


Sincerely yours, 

(Signed) Laurenoe N. Woodworth 

Laurence H. Woodworth 


BS;jsr 1/19/74 






February 11, 1974 


npMp.- 


Dr. Laurence N. Woodworth 
Chief of Staff 
Joint Committee on Internal 
Revenue Taxation 

1015 Longworth House Office Building 
Washington, D. C. 20515 

Dear Dr. Woodworth; 

In accordance with your request, I am enclosing certified 
copies of the income tax returns of Richard M. and Patricia R. 
Nixon for the calendar years 1967 and 1966. 

We do not have the taxpayers’ returns for years earlier 
than 1966. I understand that these returns have been destroyed 
in accordance with our regular procedures. * 

We are taking steps to obtain the tax returns that you 
requested for Patricia (Tricia) and for herself and her husband. 
Edward Cox. 9 

Sincerely yours, 


/s/ Donald c. Alexander 

Donald C. Alexander 

Enclosures 2 


< 



Congress of tfje States: 

Joint Committee on Internal Revenue Taxation 

lia&fjmston, 3B.C. 20515 

March 30, 1974 


Honorable Carl V, Curtis 
United State?. Senate 
Washington., 13. 

Dear Sana to? Curtin; 


Ho; Attached antorini 

I aa giving you the enclosed factual- material to 
bo included in the report ©a the President's returns 
at tho direct instruction of Chairman Long. 

Pfo on© els© is rocoiviag the saterinl at this 
iiao Ithough the Frosidoat s attorneys will 

probably receive it Monday), This material is 
confidential and not to be seen by nnyoae other than 
the attorneys you consult Recording to ay instructions 
from Chairman tong. 

'Oslo material is preliminary and subject to change 
although I do not bolieve it will bo changed .4m nay 
safestentiy© way. 

This contains material taken from a taxpayer s 
return end therefore its unauthorised release would be 
subject to penalties of l&w. This Is being gives to 
you only to aid you in the committees executive session 
discussion as authorised by law with respect to tax 
returns.. 


Sincerely yours, 


LNW/jm 

3/30/74 


kauroaso H. Woodworth 


